THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MARYLAND E N T E R E D

BALTIMORE DIVISION
MAR 19 2003

)
Inre ; Chapter 11 ms‘rmg ‘%M%%%YLAN‘D
BALTIMORE EMERGENCY SERVICES II, LLC; ) Case Nos. 02-6-7576 (SD) through
PHYAMERICA PHYSICIAN GROUP, INC.; ) 02-6-7815 (SD)
ECS HOLDINGS, INC.; )
SCOTT MEDICAIL GROUP, LLC; et al., ) Jointly Administered

) under Case No. 02-6-7584 (SD)

Debtors. )
)

FOURTH INTERIM ORDER REGARDING THE
DEBTORS’ MOTION FOR THE USE OF CASH COLLATERAL

Upon the motion dated November 13, 2002 (the “Motion”) of the above-

captioned debtors and debtors in possession (collectively, the “November Debtors”), seeking,
among other things, the use of Cash Collateral (as defined below) pursuant to sections 105, 361,

and 363 of title 11 of the United States Code (11 U.S.C. §§ 101 et. seq., the “Bankruptcy Code”),

as more fully set forth in the Motion;' and the Court having entered orders on November 15,
2002, December 13, 2002 and January 29, 2003, authorizing the use of Cash Collateral through
and including March 18, 2003; and the Court having held a hearing for the continued use of Cash
Collateral on March 18, 2003 (the “Hearing”); and notice of the Motion and the Hearing being
sufficient under the circumstances; and the Court having considered (i) the evidence admitted
into the record and the argument of counsel at the Hearing and at the prior hearings on the
Motion held on November 14, 2002, December 10, 2002, and January 28, 2003, and (ii)

National Century Financial Enterprises, Inc. (“National Century”) and its affiliates, including

! Capitalized terms not otherwise defined herein shall have those meanings ascribed to

such terms in the Motion.
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National Premier Financial Services, Inc. (“NPFS”), NPF VI, Inc. (“NPF VI”) and NPF XII, Inc.

(“NPF XII,” and collectively with National Century, NPFS and NPF VI
‘v‘”‘w aoag

1t appearing from the record before the

“NCFE”) having

consented to the relief requested as set forth herein;land
Court and after due deliberation that sufficient cause exists for the entry of this Order, the Court
makes the findings and enters its Order, all as set forth below:

FINDINGS AND CONCLUSIONS?

A. These chapter 11 cases were commenced by the filing of voluntary
petitions for relief under chapter 11 of the Bankruptcy Code on November 8, 2002, and

November 11, 2002 (collectively, the “November Petition Date”), in the United States

Bankruptcy Court for the District of Maryland (the “Court”). On February 28, 2003, 16

additional affiliates of the November Debtors (the “February Debtors,” and together with the

November Debtors, the “Debtors”) commenced chapter 11 cases by the filing of voluntary
petitions for relief under chapter 11 of the Bankruptcy Code.

B. The Debtors are operating their businesses and managing their affairs as
debtors in possession pursuant to sections 1107 and 1108 of the Bankruptcy Code.

C. The Court has jurisdiction of this matter pursuant to 28 U.S.C. §§ 157(b)
and 1334.

D. This matter is a core proceeding pursuant to 28 U.S.C. § 157(b)(2).

E. The Debtors acknowledge and agree that prior to the November Petition

Date, certain of the Debtors obtained financing of health care accounts receivable generated in

? The findings of this Court and the conclusions of law stated herein shall constitute findings of
fact and conclusions of law pursuant to Bankruptcy Rule 7052, made applicable to this
proceeding by Bankruptcy Rule 9014. To the extent any finding of fact shall be determined to be
a conclusion of law, it shall be so deemed, and vice versa. Any statements from the bench shall
constitute additional findings of fact and conclusions of law as appropriate and are expressly
incorporated by reference in this Order.
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connection with the operation of the Debtors’ businesses (the “Accounts Receivable”) from
NCFE pursuant to those certain Sale and Subservicing Agreements by and among such Debtors

and NCFE (as amended from time to time, the “Financing Agreements”).

F. As a consequence of the Financing Agreements, NCFE asserts that it holds

a lien, security interest or ownership interest (collectively, “Interests’) in the Debtors’ cash and

cash equivalents on hand and the proceeds of the Accounts Receivable (the “Cash Collateral™)

and has objected to the Debtors’ continued use of their Cash Collateral.

G. The Debtors currently have no source of funding to pay their ongoing
operating expenses, other than the Cash Collateral. Thus, absent the ability to use the Cash
Collateral, the Debtors will be unable to continue operating their businesses as going concerns
and will suffer immediate, irreparable harm.

H. The protections afforded NCFE (and any creditor of NCFE claiming an
interest in the Cash Collateral that is derivative of NCFE’s interests) pursuant to this Order in
connection with the Debtors’ use of Cash Collateral as authorized hereby constitutes adequate
protection of NCFE’s interests in the Cash Collateral pursuant to sections 361 and 363 of the
Bankruptcy Code. However, nothing herein is intended to, nor shall it be construed to be, a
ruling on the validity of any asserted interest in the Cash Collateral.

ORDER
Based on the foregoing, the Court hereby orders:
1. Subject to the terms and conditions of this Order, the Debtors may use the

Cash Collateral during the period (the “Specified Period”) from March 1§, 2003 through and

including March 28, 2003, as may be extended pursuant to this Order. Except as otherwise
expressly provided in this Order, Cash Collateral may be used solely (a) during the Specified

Period, as may be extended, (b) up to the aggregate amounts stated and for the purposes
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identified in the Cash Collateral budgets attached hereto as Exhibit A (collectively, the “Cash

Collateral Budget™) to the extent that such amounts and purposes are reasonable, necessary and

customary; and (c) to pay professional fees and costs to the extent authorized by Order of the
Court; provided, however, with respect to the February Debtors, this relief shall be conditioned
upon obtaining appropriate relief in the NCFE chapter 11 cases pending in the Untied States
Bankruptcy Court for the Southern District of Ohio.

2. NCFE is hereby granted a post-petition replacement Interest (senior to all
other Interests) in and on the Debtors’ post-petition accounts receivable and the proceeds thereof
in an amount equivalent to the amount of Cash Collateral expended by the Debtors during the
Specified Period in which NCFE holds a valid, enforceable Interest, not subject to avoidance or
disallowance. The Interest granted hereby shall be in the same nature and to the same extent as
the Interest NCFE had in the Accounts Receivable or the proceeds thereof as of the Petition
Date. As a consequence, NCFE’s Interests are adequately protected under sections 361 and 363
of the Bankruptcy Code. However, nothing herein is intended to, nor shall it be construed to be,
a ruling on the validity of any asserted interest in the Cash Collateral.

3. During the Specified Period, the Debtors shall:

a. take all reasonable actions necessary to safeguard the purported
collateral of NCFE from dissipation;

b. apply Cash Collateral and other sources of cash available to the
Debtors hereunder to the expenses of operation of their business and the administration of their
Chapter 11 cases in all material respects as provided in the Cash Collateral Budget and as

otherwise permitted herein; and
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c. remit on a daily basis into segregated accounts designated by the
Debtors all collections and other proceeds from collateral, whether arising from ordinary or non-
ordinary course sources, from collections or otherwise, in the identical form received, whether
cash, original checks, money orders, wire transfers or otherwise.

4. To carry out the provisions of section 363(c)(2) of the Bankruptcy Code
and the terms and conditions of this Order, all banks that maintain accounts into which Cash
Collateral is deposited shall deliver promptly such Cash Collateral to the Debtors to be used by
such Debtors pursuant to the terms of this Order.

5. Except as set forth in the Cash Collateral Budget, the Debtors shall not pay
any pre-petition debts or obligations without the prior written consent of NCFE or upon order of
the Court.

6. The Debtors shall maintain current, good and complete books and records
in accordance with its standard pre-petition practices and shall make those books and records
available to NCFE during all business hours for inspection and copying, upon not less than two
(2) business days notice.

7. The Debtors shall provide NCFE with such other financial information
relating to the Debtors as NCFE reasonably requests from time to time or as is required under
their agreements with the Debtors, including, without limiting the foregoing, on a daily basis
copies of all remittance advices and checks received, and copies of all bills submitted to third-
party payers. In addition, the Debtors shall provide NCFE with (1) weekly cash flow receipts and
disbursements by business entity and consolidated with a variance analysis to budget, as well as
an explanation of significant variances (over 5%); (ii) weekly revised 13-week cash flow

projections (based upon previous week’s activity); (iil) monthly accounts receivable aging by
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entity and payor/customer; (iv) historical financial statements for the past three years (by entity
and consolidated); and (v) any businesses plans and restructuring plans going forward with
related assumptions.

8. The Debtors shall provide counsel for the Official Committee of
Unsecured Creditors (the “Committee”) with copies of any information provided by the Debtors
to NCFE pursuant to this Order (including, without limitation, any materials copied and/or
provided to NCFE pursuant to paragraphs 6 and 7 above) (the “Information”); provided, that to
the extent that any of the Information is marked as “Confidential” by the Debtors, Committee
counsel shall keep such Information confidential and shall not permit members of the
Committee, any proposed Committee professionals whose retention has not been approved by
order of this Court, or any other person, to view, hear or have access to such Information or any
memorandum, report or compilation containing such Information except as may be agreed to in
writing by the Debtors or as may be ordered by the Court. The Debtors’ provision of
Information to the Committee pursuant to the terms of this order shall not in any way limit the
applicable rights of the Committee pursuant to the Bankruptcy Code. Nothing herein shall
constitute a waiver by the Committee of its right to contest the designation of any information by
the Debtors as confidential.

9. The Debtors agree that if NCFE retains the services of a financial
consultant (the “Consultant”) to examine or audit the books, records and financial affairs of the
Debtors, then the Debtors will give the Consultant reasonable access to the Debtors’ books and
records and otherwise fully cooperate with the Consultant in the performance of its function.

10.  Subject to all applicable provisions of the Bankruptcy Code and any other

applicable law, the Interests of NCFE in the Debtors’ property continue in full force and effect in
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and to the same nature, extent and priority as their pre-petition Interests. No further action shall
be required to perfect or continue the perfection of any security interest of NCFE in the Debtors’
property, including such collateral as is granted hereunder, other than approval hereof by the
Court.

11.  The Debtors shall on a timely basis furnish NCFE and their counsel with
all monthly reports filed with the Court and/or the United States Trustee at the same time as such
reports are provided to the other two parties.

12.  Inthe event that the Interests granted hereby are less in amount than the
amount of Cash Collateral expended by the Debtors during the specified period (in which NCFE
holds a valid, enforceable Interest that is not subject to avoidance or disallowance), NCFE shall
have a claim for any such deficiency and such claim shall be entitled to super-priority under
11 U.S.C. § 507(b) over all other administrative expenses under 11 U.S.C. § 507(a). No priority
claim or administrative expenses of this chapter 11 case or any future proceeding which may
supersede this case, including liquidation in bankruptcy, shall be charged against the Debtors’
accounts receivable without the prior written consent of NCFE or order of the Court, and no such
consent shall be implied from any action, inaction or acquiescence by NCFE; provided, however,
that nothing contained herein shall impair the right of the United States of America or its
departments or offices from exercising any rights of setoff or recoupment with regard to
payments from or by government entities.

13.  Nothing contained in this Order shall be construed to limit the rights of
NCEFE or the Debtors to apply to the Court for modification of any term hereunder or seek other
appropriate relief. The interests, rights and remedies provided to NCFE under the terms of this

Order, shall survive entry of any order which may be entered converting this case from chapter
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11 to chapter 7, and the priorities and interests in favor of NCFE shall continue, and such
interests shall maintain their priority as provided hereunder and under the Bankruptcy Code, until
NCFE’s Interests that are protected hereby have been satisfied in full.

14.  Until all of the obligations owed by the Debtors to NCFE have been
satisfied in full, the Debtors shall not, without further order of the Court and upon notice and
hearing, enter into any financing arrangement granting a security interest on a super-priority
basis with respect to the Debtors’ accounts receivable, including but not limited to, financing
pursuant to 11 U.S.C. §§ 364(c) and (d), which would entail granting another lender, factor or
other person a lien or interest equal or superior to that of NCFE on any account receivable or any
proceeds thereof.

15.  The Debtors will not sell or transfer any of their property, outside of the
ordinary course of business, having a value in excess of $50,000, during the pendency of this
Order, without the prior consent of NCFE, or upon further order of Court.

16.  Nothing herein shall constitute or cause a novation of any of the
agreements of or among NCFE and the Debtors; or, unless otherwise expressly stated herein,
release, impair or otherwise adversely affect the priority of any Interest of NCFE in any assets of
the Debtors, including without limitation the assets described in the agreements of NCFE.

17.  Nothing herein shall affect in any way the right of the Debtors or any party
in interest to dispute the nature and amount of (i) NCFE’s claims against the Debtors, (ii)
NCFE’s interests in the Debtors’ assets, or (b) assert or obtain any claim or remedy against
NCEFE.

18.  This Order and the use of Cash Collateral authorized herein shall become

effective immediately upon authorization and approval by the Court. The use of Cash Collateral
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authorized herein shall terminate on March 28, 2003, at 12:00 midnight, Prevailing Eastern
Time, subject to the Debtors’ right to seek further order of the Court authorizing use of Cash
Collateral; provided, that if NCFE and the Debtors notify the Court that they have resolved
certain matters between them regarding the Debtors’ use of Cash Collateral, the Specified Period
shall be extended until May 2, 2003, at 12:00 midnight, Prevailing Eastern Time, without need
for further order of the Court.

19.  Subject to applicable law, the terms of this Order shall be binding upon
and inure to the benefit of the Debtors, NCFE and their respective successors and assigns,
including any trustee appointed with regard to the Debtors or NCFE under the Bankruptcy Code,
whether in a chapter 7 or in these chapter 11 cases.

20.  The NCFE Objections are overruled; provided that nothing contained
herein shall constitute a determination regarding the nature or extent of any party’s interest in the
Accounts Receivable or the proceeds thereof, nor shall the entry of this Order effect a waiver of
any party’s right to seek reconsideration or review of this Order.

21. A further hearing on the use of Cash Collateral shall be held before the
Court on March 26, 2003 at 2:00 p.m., unless NCFE and the Debtors notify the Court that they
have resolved the matters between them regarding the Debtors’ continued use of Cash Collateral
(and such resolution required (i) no modification of this Order, or (ii) modifications to this Order
to which the Committee has no objections and the Court approves), in which case such further
hearing will be held on April 29, 2003, at 10:00 am. If the resolution of the matters between
NCFE and the Debtors requires modifications to this Order, such proposed modification shall be
submitted to the Court and the Committee no later than March 24, 2003 at 4:00 p.m., Prevailing

Eastern Time, and may be approved without further hearing if the Committee does not file and
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serve an objection thereto on or before March 25, 2003 at 4:00 p.m., Prevailing Eastern Time,

and the Court otherwise finds the modification to be acceptable. Subject to the modifications

herein, objections to the Debtors’ continued use of the Cash Collateral shall be filed with the

Court and served on the Debtors and their counsel, the Office of the United States Trustee and

counsel for the Committee so as to be received no later than April 25, 2003 at 5:00 p.m.,

Prevailing Eastern Time,

Dated: March/¢, 2003
Baltimore, Maryland

CC.

Thomas E Lauria, Esquire
John K. Cunningham, Esquire
White & Case LLP

First Union Financial Center
200 South Biscayne Boulevard
49th Floor

Miamti, Florida 33131

Paul M. Nussbaum, Esquire
Martin T. Fletcher, Esquire
Whiteford, Taylor & Preston LLP
Seven Saint Paul Street, Suite 1400
Baltimore, Maryland 21202-1626

Limited Service List

Kevyn D. Orr, Esquire
Jones, Day, Reavis & Pogue
51 Louisiana Avenue, N.W.
Washington, D.C. 20001

Mark A. Neal, Esquire
Assistant U.S. Trustee

300 West Pratt Street, Suite 350
Baltimore, Maryland 21201
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United States Bankruptcy Judge
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Joel I. Sher

Shapiro Sher Guinot & Sandler
Suite 2000

36 South Charles St.
Baltimore, Md. 21201

1479760
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